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Before the

FEDERAL COMMUNICATIONS COMMISSION
Washington, DC 20554

In the matter of
Simplification of the Depreciation
Prescription Process .

) FCC 93-492
) CC Docket No. 92-296
)

MISSOURI PUBliC SERVICE COMMISSION COMMENTS /

The Missouri Public Service Commission (MoPSC) submits the following comments

in response to the Federal Communications Commission's (FCC's) Order Inviting Comments

on Simplification of the Depreciation Prescription Process (Order Inviting Comments).

First, the MoPSC emphasizes that there is a distinction between "local exchange

carriers (LECs) regulated under the [FCC's] price cap incentive regulatory model (price cap

LECs)"! and traditional rate-of-return regulated LECs. If adopted, the FCC's present

proposal would only affect price-cap LECs and American Telephone and Telegraph

Company;2 the FCC previously concluded that it should not change the process for

prescribing depreciation rates for rate-of-return LECs.3 The MoPSC concurs with that

conclusion.

IOrder Inviting Comments, at para. 1.
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3Simplification of the Depreciation Prescription Process, Rta>0rt and Order, CC Docket
92-296, FCC 93-452 (adopted September 23, 1993) (Depreciation Simplification Order),
paras. 1-2 .



Second, the MoPSC reiterates its belief that the FCC should not give 'any LEC the

discretion to select its own depreciation rate parameters for any account that constitutes

more than two percent of the LEC's total depreciable plant investment.4 The FCC's Order

Inviting Comments proposes depreciation ranges for various accounts that would apply to

all price-cap LECs, with little regard to the circumstances of individual LECs. LEC-specific

criteria, such as the MoPSC's two percent rule, provide an intermediate position between

the traditional rate prescription process for rate-of-return LECs and Option No.1 (the basic

factors range option) as set forth by the FCC.s

Third, the MoPSC disputes the propriety of certain proposed ranges, both for

projection life and for net salvage. The FCC has already considered and resolved the policy

questions that underlie this issue when it rejected proposals that LECs be granted unbridled

discretion to select depreciation rates.6 By permitting LECs discretion to pick depreciation

rate parameters within an unduly broad range, the FCC would effectively reverse that

decision.

4 Simplification of the Depreciation Prescription Process, FCC 92-537, Missouri Public
Service Commission Comments (MoPSC Comments), pages 2-3.

sSimplification of the Depreciation Prescription Process, Notice of PrQPosed
Rulemakini, CC Docket No. 92-296, FCC 92-537 (NPRM) at paras. 13-29.

6See ienerally Depreciation Simplification Order.
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Generally, the magnitude of the difference between the upper bound an<Lthe lower
->

bound of the proposed projection life ranges would permit a LEC to change its depreciation

expense significantly without justification. For example, the upper bound of projection life

ranges exceeds the lower bound by 27% for the motor vehicle account,7 and 66% for the

radio systems account.s · Of particular note are the two circuit account life ranges, which a

LEC could increase up to 57% and 38%,9 respectively, if it chose. This account

encompasses a large proportion of a LEC's investment; therefore, a change in the parameter

of the depreciation rate could have a significant effect on depreciation rates. The MoPSC

recommends that the FCC reconsider its proposed projection life ranges, and restrict the

upper bound to no more than 20% beyond the lower bound.

70rder Invitini Comments, Appendix (Account 2112). Percentage are calculated as
follows:

HIGH parameter - WW parameter
LOW parameter

In the case of the projection life of Motor Vehicles, the percentage was

9.5 years - 7.5 years = 27%
7.5 years

Slit (Account 2231).

~ (Account 2232).
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The MoPSC believes that the FCC's proposed projection life ranges10 u~derestimate
.'

the anticipated useful life of non-metallic (Le. fiber optic, glass) cable. Admittedly,

estimating the useful life of non-metallic cable is difficult, because many telecommunications

companies have used and kept records on fiber cables for only the last ten years, and they

have retired very little fiber to date. Proposing the same projection life range for noIi-

metallic cable as for metallic cablell seems inappropriate, however, for several reasons. In

contrast to the FCC's 25-30 year projection life range for non-metallic accounts, many

companies have life indications for non-metallic cable accounts in the 50-100 year range.

Additionally, the literature and experience to date confirms that the fiber cable will not be

affected by all the physically destructive influences that effect metallic cable. Moreover,

depreciation rates for copper cable often reflect an adjustment for anticipated obsolescence,

which would be inappropriate for a fiber account. Public utility commissions may prescribe

depreciation rates for metallic cable in excess of the rates indicated by studies, in order to

adjust for anticipated obsolescence. The MoPSC does not believe that non-metallic cable

faces the same threat of obsolescence that metallic cable does, and knows of no imminently-

emerging technology which would render glass fiber obsolete as a transmission medium. For

these reasons, the MoPSC urges the FCC to reconsider the projection life ranges for the

non-metallic cable accounts and revise them from a projection life range of 25-30 years to

a more appropriate range of 35-40 years.

1~ (Accounts 2421, 2422, 2423).

llliL (Account 2422).
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The proposed projection life range for Public Telephones should be revised as well.
.. '

The alleged need to replace public phones to respond to growing competition may have

prompted many participants at FCC joint meetings (three-way meetings) to agree to adopt

shorter projection lives for public telephones. This has resulted in a rapid accumulation of

depreciation reserves; today, many LECs have accrued 60% to 80% of their total investment

in public phones. The FCC should reconsider the proposed range of lives for this account

and revise the range from 7-10 years12 to 10-13 years.

The FCC's proposed ranges for net salvage rates appear unduly broad. Regarding

the net salvage range for underground non-metallic cable, the range is -20 to -5 percentP

This range is excessive and should be revised. "Net salvage" consists of the salvage value

of plant, minus the cost of removing the plant. The cost of removing fiber cable should be

relatively low, because nearly all underground fiber cable is installed in large open conduit;

disconnecting a fiber cable merely entails twisting a knurled connector and pulling. Also,

compared to metallic cable, fiber cable is thinner, weighs less and uses only a fraction of the

repeaters and line conditioners. The MoPSC requests that the FCC reconsider the proposed

net salvage ranges for the non-metallic cable accounts and adopt a range of approximately -

5 to 0 percent for the future net salvage.

12llL (Account 2351).

13llL (Accounts 2421, 2422, 2423).
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Fourth, the MoPSC reiterates that the FCC should insist that LECs: maintain

appropriate accounting and continuing property records.14 Companies and regulators alike

require such records for determining company-specific survivor curves for range accounts,

as envisioned by the FCC. IS The MoPSC is concerned that companies may fail to maintain

records for the range accounts, which could impede the FCC's and the MoPSC's ability to

investigate and prescribe proper depreciation rates.16 The FCC should establish a procedure

to ensure proper and adequate accounting and recordkeeping.

Finally, the MoPSC has not found any reference to the type of information to be

submitted by a company requesting to use range rates. The MoPSC recommends that the

FCC refrain from setting ranges until it has declared what type of information it will require,

and has had an opportunity to consider public comment on the matter.

I4MoPSC Comments at page 2; NPRM at para. 10.

IsDepreciation Simplification Order at paras. 29, 38, 63 and 0.38.

I~e MoPSC understands that the FCC Staff has recently requested certain accounting
records from various telecommunications companies related to the determination of life,
survivor curve, and location of property investment in the buildings accounts. These
accounts had been in a "moratorium" situation for many years because the FCC regarded
them as "stable" accounts. A "moratorium" refers to the circumstance of setting new
depreciation rates on the basis of a "technical update" using previous parameters, rather than

. on the basis of a study of current depreciation parameters. However, the FCC had directed
the companies to maintain records for the accounts and to have them readily available for
study, even when no studies were to be prepared for the three-way meetings. The MoPSC
understands that the FCC Staff has had difficulty obtaining the records from the companies,
which has frustrated the FCC Staffs efforts at oversight.
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The MoPSC appreciates the opportunity to comment 6(1 these

matters.

Respectfully sUbmitted,

ON BEHALF OF THE MISSOURI
PUBLIC SERVICE COMMISSION

&~~
Eric B. witte,
Assistant General Counsel for the
Missouri Public Service commission
P. O. Box 360
Jefferson City, Missouri 65102
314-751-4140

CERTIFICATE OF SERVICE

Eric B. witte

I hereby certify that copies of the foregoing have been mailed or
hand-delivered to all entities as shown on the following service
list this 17th day of December, 1993.
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Office of the Secretary
Federal communications Commission
Washington, D.C. 20554

International Transcription Services
Room 246
1919 M Street, N.W.
Washington, D.C. 20554

Accounting and Audits Division
2000 L street, N.W.
Washington, D.C. 20036
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Earl Poucher
Florida Office of Public Counsel
812 Claude Pepper Building
III West Mochian St.
Tallahassee, FL 32399

Southern New England Telephone Co.
Linda D. Hershman
Vice President - External Affairs
227 Church Street
New Haven, CT 06510

United Telephone - Southeast, Inc.
Jay C. Keithley
1850 M Street N.W.
Suite 1100
Washington, DC 20036

W. Richard Morris
Attorney for United Telephone
P.O. Box 11315
Kansas city, MO 64112

Virginia state Corporation
Commission
Edward C. Addison
William Irby
P.O. Box 1197
Richmond, VA 23209

South Dakota PUbli~'9tilities

Commission
Laska Schoenfelder
Kenneth Stofferahn
South Dakota Capitol
Pierre, SD 57501

The People of the State of
California
and the Public utilities Commission
Peter Arth, Jr.
Edward W. O'Neil
Ellen S. Levine
505 Van Ness Avenue
San Francisco, CA 94102

Utah Division of PUblic utilities
Thomas F. Peel
160 East 300 South
P.O. Box 45807
Salt Lake City, UT 84145-0807

u S West Communications, Inc.
James T. Hannon
1020 19th Street, N.W.
Suite 700
Washington, D.C. 20036
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1919 M Streec. N.W.
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Washinqcon, D.C. 20037

ACCOunc.ing and Audits Division
2000 L Street, N.W.
Washington, D.C. 20554

EellSouth Corporation & BellSouth
Telecommunications, Inc.
M. Robert Sutherland
4300 Southern Bell Center
675 West Peachtree Street, N.E.
Atlanta, G~ 30375

Cincinnati Bell Telephone Company
.~c.torneys For
Thomas E. Taylor
William D. Baskett III
Christopher J. Wilson
2500 PNC Center
201 E. Fifth Stree~

Cincinnati, OH 45202

Colorado Public Utilities Commission
Robert E. Temmer, Chairman
Anthony Marquez, Esq., Attorney
General
Office Level 2
1580 Logan Street
Denver, CO .80203

.. :_" ~

Attorneys for American Telephone
and Telegraph Company
Francine J. Berry
Robert J. McKee
Peter H. Jacoby
295 North Maple Avenue
Room 3244Jl
Basking Ridge, New Jersey 07920

Bell Atlantic
Christopher W. Savage
1710 H Streec, N.W.
Washington, D.C. 20006

California Cable Television Assoc.
Frank W. Lloyd
Mintz, Levin, Cohn, Ferris,

Glovsky and Popeo, P.C.
701 Pennsylvania Avenue, N.W.
Suite 900
Washington, D.C. 20004

Cincinnati Eell Telephone Company
of Counsel:
Frost & Jacobs
2500 PNC Center
201 E. Fifth Street
Cincinnati, OH 45202

General Services Administration
Allie B. Latimer
Vincent L. Crivella
Michael J. Ettner
18th & F Streets, N.W., Rm. 4002
Washington, D.C. 20405



1211i/93 14:15 '6'314 235 0092 STATE REG & PA

GTE Service C~rporacion
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Idaho Public Utilities Commission
Marsha H. Smith
Dean J. Miller
Ralph Nelson
472 W. Washingcon St.
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Michigan Public Service Commission
Ronald G. Choura
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P.O. BOx. 302::21
Lansing, MI 4a909
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Utility Commissioners
Paul Rodgers
Charles D. Gray
1102 ICC Building
P.o. Box 684
Washington. D.C. 20044

New York State Dept. of Public
Service
William J. Cowan
General Counsel
Three Empire State Plaza
Albany, NY 12223

GTE Service corpora"cIon
Gail L. Polivy
1850 M Street, N.W.
Suite 1200
Washington, DC 20036

MCl Telecommunications corporation
Elizabeth Dickerson
1801 Pennsylvania Avenue. NW
Washington, D.C. 20036

Missouri Public Service Commission
Eric Witte
P.o. Box 360
Jefferson City, MO 65102

Nebraska Public Service Commission
Frank E. Landis
300 The Atrium
Lincoln, NB. 68508

North DakoLa Public Service
Commission
State Capital
Leo M. Reinbold
Susan E. Wefald
Bruce Hagen
Bismarck, NO. 58505
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Their Att.orneys
Mary McDennott
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Public Utility Commission of Oregon
Ron Eachus
Joan H. Smith
Roger Hamilton
550 Capitol St., NE
Salem, OR 97310-1380

Pacific Bell & Nevada Bell
James L. Wurtz
1275 Pennsylvania Avenue, N.W.
Washington, D.C. 20004

PUblic Service Commission of
Wisconsin
Cheryl L. parrino
JaM T. Coughlin
4802 Sheboygan Avenue
P. O. Box 7854
Madison, WI 53707-7854

Tim Seat
Indiana Office of Utiltity Consumer
100 N. Senate Avenue
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Indianapolis, IN 46204

Oklahoma Corporati'6ri:Comrnission
Public Utility Division (The PUD)
Maribeth D. Snapp
400 Jim Thorpe Office Building
Oklahoma City, OK 73105

Pacific Bell & Nevada Bell
James P. Tuthill
Lucille M. Mates
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San Francisco, CA 94105

Michael McRae
District of Columbia
Office of people's Counsel
1133 15th St., N.W.
Suite 500
Washington, D.C. 20005

Public Utility Commission of Texas
Marta Greytok
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Karl R. Rabago
7800 Shoal Creek Boulevard
Austin, TX 78757

Philip F. McClelland
Laura Jan Goldberg
Pennsylvania Office of Consumer
Advocate
1425 StraWberry Square
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